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of credit at least 30 days before its ex-
piration date;

(iii) The letter of credit shall be pay-
able to the Bureau of Land Manage-
ment upon demand, in part or in full,
upon receipt from the authorized offi-
cer of a notice of attachment stating
the basis therefor, e.g., default in com-
pliance with the lease terms and condi-
tions or failure to file a replacement in
accordance with paragraph (c)(5)(ii) of
this section;

(iv) The initial expiration date of the
letter of credit shall be at least 1 year
following the date it is filed in the
proper BLM office; and

(v) The letter of credit shall contain
a provision for automatic renewal for
periods of not less than 1 year in the
absence of notice to the proper BLM of-
fice at least 90 days prior to the origi-
nally stated or any extended expiration
date.

[563 FR 22838, June 17, 1988]

§3104.2 Lease bond.

A lease bond may be posted by a les-
see, owner of operating rights (subles-
see), or operator in an amount of not
less than $10,000 for each lease condi-
tioned upon compliance with all of the
terms of the lease. Where 2 or more
principals have interests in different
formations or portions of the lease,
separate bonds may be posted. The op-
erator on the ground shall be covered
by a bond in his/her own name as prin-
cipal, or a bond in the name of the les-
see or sublessee, provided that a con-
sent of the surety, or the obligor in the
case of a personal bond, to include the
operator under the coverage of the
bond is furnished to the Bureau office
maintaining the bond.

[563 FR 22839, June 17, 1988]

§3104.3 Statewide and nationwide
bonds.

(a) In lieu of lease bonds, lessees,
owners of operating rights (sublessees),
or operators may furnish a bond in an
amount of not less than $25,000 cov-
ering all leases and operations in any
one State.

(b) In lieu of lease bonds or statewide
bonds, lessees, owners of operating
rights (sublessees), or operators may
furnish a bond in an amount of not less

§3104.5

than $150,000 covering all leases and op-
erations nationwide.

[63 FR 22839, June 17, 1988; 53 FR 31958, Aug.
22, 1988]

§3104.4 Unit operator’s bond.

In lieu of individual lease, statewide,
or nationwide bonds for operations con-
ducted on leases committed to an ap-
proved unit agreement, the unit oper-
ator may furnish a unit operator bond
in the manner set forth in §3104.1 of
this title. The amount of such a bond
shall be determined by the authorized
officer. The format for such a surety
bond is set forth in §3186.2 of this title.
Where a unit operator is covered by a
nationwide or statewide bond, coverage
for such a unit may be provided by a
rider to such bond specifically covering
the unit and increasing the bond in
such amount as may be determined ap-
propriate by the authorized officer.

[63 FR 22839, June 17, 1988]

§3104.5 Increased amount of bonds.

(a) When an operator desiring ap-
proval of an Application for Permit to
Drill has caused the Bureau to make a
demand for payment under a bond or
other financial guarantee within the 5-
year period prior to submission of the
Application for Permit to Drill, due to
failure to plug a well or reclaim lands
completely in a timely manner, the au-
thorized officer shall require, prior to
approval of the Application for Permit
to Drill, a bond in an amount equal to
the costs as estimated by the author-
ized officer of plugging the well and re-
claiming the disturbed area involved in
the proposed operation, or in the min-
imum amount as prescribed in this sub-
part, whichever is greater.

(b) The authorized officer may re-
quire an increase in the amount of any
bond whenever it is determined that
the operator poses a risk due to fac-
tors, including, but not limited to, a
history of previous violations, a notice
from the Service that there are uncol-
lected royalties due, or the total cost
of plugging existing wells and reclaim-
ing lands exceeds the present bond
amount based on the estimates deter-
mined by the authorized officer. The
increase in bond amount may be to any
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